Approved ForMease 2002/08/28 : CIA-RDP92-0045 


5 ^ 0300040 (^ 


/ * )- /i ’it i s r ' V I 


6 March 1978 


\2tOfL 


OGC Has Reviewed 


MEMORANDUM FOR: See Distribution 


FROM: 

STATINTL 

SUBJECT: 


uttice o± Legislative Counsel 

H.R. 10691, the International Development Cooperation Act 


. , Tracey Cole, of OMB, informed me late Friday afternoon that c,r P 

ina vertently forgotten to ask CIA for its comments on H R 10691 the 

chSSs in n the fo?eiS? ent C °°? sra ^ on Act of 1978, which would make major 
nan es m the foreign economic aid program. Although site apolocnzfvl 

^ “ ° Ur ~enS e by P SB^ Zed 

tte 1 Mir U th^Tf? t5 - by — -'-■■■ h Base * on V quick review of 

nay te helpfolf ^ Coraments re « ardin S several troubling sections 

a 792 on page 160 would repeal the Forei^i 

f n ? t f 5 ajRended - Since the . companion bill in th-- Senate 

S. 2420, repeals the Act as amended, we believe the omission in the SJu^ 
version was unintentional^ In effect then, the draft legislation wou?d 
appear to repeal the Hughes-Ryan amendment (section 662). The question 
i*’ t? We en f a S e l n the activities or programs covered b? ^he bill? 

ly l^LTcSii T? “nsUtutes iiieloK authority- 

J. . . s Peciiic Ianguage--for a certain activity, and if w“ ehopoe in cnrh 

1Vlty> then we would seem to fall within any reporting or possibly 
other requirements applicable to that activitv ai<^ possibi> 

icular activity auth&red in SifSgSauS; a^if £ MLS 
no^ except for the confidential nature of the activitv- then arouahlv 

f e J Ubject f? applicable requirements made applicable bv ttS bill 
Most of the specific provisions in the bill, howeve?, are couched in teL 
of activities pursuant "to this Act" without mandating that sSch ic?M?f 
or activities may be conducted only under authority of this Act > 

made tn 781 CaK3), however, requires that an, annual report be 

p*?.? J Con « r ®ss covering tne status of each loan of '-'each sale of defense 
articles made under this Act or any other Act authorizing intention S 
security assistance. Ifliat problems do you foresee with praSsiSS 

S?y^ rWiSi0nS md ^ activtt^ai! 10 "- 


0 A- 
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95xi t CONGRESS 
2d Session 





IN THE HOUSE OE REPRESENTATIVES 

February 1 , 1978 

Mr. Zablocki (for himself, Mr. Fas cell, Mr. Fraser, Mr. Hamilton, Mr. 
Harrington, Mr. Findley, and Mr. Winn) introduced the following hill; 
which was referred to the Committee on International Relations 



To promote the foreign policy, security, and general welfare of 
the United States by assisting peoples of the world in their 
efforts toward economic development by establishing the 
International Development Cooperation Administration, and 
for other purposes. 

1 Be it enacted by the Senate and House of Representa - 

2 lives of the United States of A merica in Congress assembled 

3 That this Act, together with the following table of contents,' 

4 may be cited as the “International Development Coopera- 

5 tion Act of 1978”: 

TABLE OF CONTENTS 
• CHAPTER I— POLICY 

See. 101. General policy. 

Sec. 102. Development assistance policy. 
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1 sent of the Senate. Each Assistant Administrator shall he 

2 compensated at the rate provided for at level IV of the Ex- 

3 ecu five Schedule under section 5315 of title 5, United States 

4 Code. The Administrator shall designate the order in which 

5 the Assistant Administrators and other officials shall act for 

6 and perform the functions of the Administrator during the 

7 absence or disability of the Administrator, Deputy Admin- 

8 istrator, and Associate Administrator or in the event of 

9 vacancies in any of those offices. 

10 Sec. 702. Coordination — (a) The President shall 

11 establish a Development - Coordination Committee which 

12 shall advise him with respect to coordination of United States 

13 policies and programs affecting the development of the de- 

14 vel oping countries, including programs of bilateral and 

15 multilateral development assistance. The Committee shall 

16 include the Administrator as Chairman, and representatives 

17 of the Departments of State, Treasury, Commerce, Agri- 

18 culture, and Labor, the Executive Office of the President, 

19 and other executive departments and agencies, as the Presi- 

20 dent shall designate. 

21 (b) Nothing contained in this Act shall be construed 

22 to infringe upon the powers or functions of the Secretary of 

23 State. 

24 Sec. 7 03. Administrative Provisions.— To the 
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| 1 transferred by this Act, the Adinimstr^j^’ or any officer or 

I 2 employee of the Administrator may exercise, in carrying out 

3 the functions so transferred, any authority or part thereof 

4 available by law, including appropriation Acts, to the of- 

5 ficial or agency from which such function was transferred. 

6 (b) The Administrator may from time to time promul- 

7 gate such rales and regulations as may be necessary to 

8 carry out any function conferred upon the Administrator by 

9 this Act and may delegate authority to perform any such 

10 functions, including, if such delegation so specifies, the au- 

11 thority successively to redelegate to subordinates. 

12 (c) The Administrator is authorized to establish, alter, 

13 consolidate, or discontinue such organizational units or com- 

14 ponents within the Administration as he may deem to be 

15 necessary or appropriate., Such authority shall not extend to 

16 the abolition of organizational units or components estab- 

17 lished by this Act, or to the transfer of functions vested by 

18 this Act in any organizational unit or component. 

19 (d) There arc hereby transferred to the Administra- 

20 tor, except as otherwise provided in this Act, the offices, 

21 entities, functions, property, records, assets, and liabilities 

22 held by the Agency for International Development, or the 

23 Administrator thereof immediately prior to the effective 

24 date of this Act. 

25 (e) (1) Subject to the provisions of this section, the 
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.1 President, for a period of four years after the date of enact- 

2 ment of this Act, may transfer to the Administration any 

3 function (including powers, duties, activities, facilities, and 

4 parts of functions) of any other department or agenc3 r of the 

5 United States, or of any officer or organizational entity 

6 thereof, which relate primarily to the functions, powers, and 

7 duties of the Administration as prescribed by this Act. In 

8 connection with any such transfer, the President may, under 

9 this section or under other applicable authority, provide for 

10 appropriate transfers of records, property, personnel, and 

11 fluids. 

12 (2) Whenever any such transfer is made before Jan- 

13 uary 1, 1979, the President' shall transmit to the Speaker 

14 of the House of P epresentati ves and the President pro tem- 

15 pore of the Senate a full and complete report concerning 

16 the nature and effect of such transfer. 

17 (3) After December 31, 1978, no transfers shall be 

18 made under this section until — 

19 (A) a full and complete report concerning the 

20 nature and effect of such proposed transfer has been 
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transmitted by the President to the Congress, and 

(B) the first period of sixty calendar days of 
regular session of the Congress following the date of 


receipt of such report by the Congress has expired .with 
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1 hution stalnig that the Congress does not favor such 

2 transfer. 


3 0) Notwithstanding any other provision of law, an 

4 employee of the Agency for International Development, 

5 ^ j 10 N participating in the Foreign Service retirement and 
G disability system under title VIII of the Foreign Service Act 

7 an AZ l10 is otherwise eligible for retirement under 

8 eFcting to retire at any time during the first 
s fi :- cal J ear beginning after the date of enactment of this Act, 

1° shal l have his annuity computed on the basis of his highest 

11 year of basic salary rather than the highest three consecutive 

12 years. 


13 Sec. 704. Operating Expenses.— ( a) Funds shall be 


a.4 audio i izod to be appropriated by the Congress on an annual 
15 basis — 


-IG (1) for necessary operating expenses of the Admin- 

17 is {ration: and >. 

-IS (2) for increases in salary, pay, retirement, and 

19 other employee benefits authorized by law, and for other 

20 nondiseretionary costs ol such Administration. 


21 ( ] ») Amounts appropriated under this section are au- 

22 thorized to remain available until expended. 

23 Title IT — Personnel 


24 Sec. <21. J.mpt.oi mevt op Personnel in the 
2o I. x 1 1 Eli Si ails. (a) lilt' Administrator is authorized to 
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DDA F 


STATINTL 



? MAR 1978 


COMMENTS (Number each comment to show from whom 
to whom. Draw a line across column after each comment.) 


Bruce , / 

Restricting ^ourselves to 
-paragraph 3 of Yvonne’s letter: 

You will/see from the 
attached letter dated 11 November 
-1977 that the Agency took a strong 
position in support of the effort 
at that time to get the "high one" 
-basis for computing annuities. 

I believe you can. use our position 
at that time to express our support 
- to be included in the current AID 
effort to achieve this "high one" 
concept. 

Since the AID bill would 
limit the proposal only to those 
participating in the Foreign 
-Service Retirement Act, I don't 
see how we can broaden the concept 
to include all Agency employees , 
because to do so would require an 
amendment to the Civil Service 
•Retirement Act. Consequently, OLC 
■should indicate to OMB our fullest 
support for the AID legislative 
attempt and that OMB consider 
expanding that attempt to include 
the CIA Retirement and Disability 
System. In addition, OLC might, 
test OMB to see if the Agency 
could be treated as a single unit 
for this purpose based on our 
belief that all Agency employees 
encounter similar characteristics 
of employment; i.e., security 
restraints,, anonymity, etc. 

I doubt that such a view would 
prevail , but at the very least 
I would want CIARDS participants 

covered. STATINTL 
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Washingfon.D. C. 20505 






1 1 NOV 1977 


Honorable James T. McIntyre 
Acting Director, Office of Management 
and Budget 

Executive Office of the President 
Washington, D. C. 20503 

Dear Mr. McIntyre: 

At the conclusion of the meeting with you on 8 November 1977, 
you asked for comments on the proposal to provide an annuity computed 
on the basis of "final salary" or "high-one salary*' for certain 
employees whose pay has been statutorily limited. 

In submitting our comments, let me first say that we fully 
support the reasons set forth by Mr. Campbell in his letter of 
22 September 1977 to Mr. Lance, which was distributed prior to 
our meeting with you. 

With specific reference to the impact of the proposal on this 
Agency, there is little question that a number of our supergrade 
employees are remaining on duty for the purpose of inproving their 
ultimate retirement annuity. Many of these employees could retire 
immediately, although we doubt that all would. To the extent that 
some should retire soon, the Agency's ability to promote mid- and 
high-level managers to positions of higher responsibility would be 
greatly enhanced. For some time our Director has expressed deep 
concern about the Agency's rate of promotions, which overall has 
fallen, and he is striving earnestly to ensure that deserving 
employees have the opportunity for advancement into these higher 
level positions. This is obviously made more difficult because of 
the understandable desire of supergrade employees to remain on duty- 
in order to improve their retirement annuity. 

The proposal would also restore to the Agency's top managers 
a degree of phased retirements of senior-level officers which would 
permit timely development and implementation of succession planning, 
development and advancement. Moreover, we believe that the proposal 
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would dilute the serious impact of a mass exodus of senior- level 
employees which might take place in February 1980 when the maximum 
annuity benefit of current salary levels has been achieved. 

0 

We have also a more immediate reason for supporting the 
proposal. As you know, our Director has ordered a reduction in 
the size of the Agency’s Directorate of Operations. Affected are 
some supergrade- level employees who, for reasons beyond their 
control, will suffer interrupted employment. This will also deny 
them the opportunity to build their "high three” and their retirement 
annuities. The proposed legislation would serve to minimize greatly 
the hardship of these employees . 

We recognize that there are some adverse implications to the 
proposal: On cost and for the reasons stated during your meeting, 
we would support either the one-time or two-time opportunity rather 
than open-ended legislation in view of the dramatic dollar savings 
that a limited opportunity achieves. Further, we acknowledge that 
the proposal might be viewed by the public, not close to the Washington 
area where the situation of supergrade employees is more fully under- 
stood, as preferential treatment, and that even though offered on a 
limited basis, a precedent will be established which could create 
pressures for similar action in future years. 

We have considered seriously the risks and disadvantages of 
the proposal. When measured against the advantages -- in terms of 
our fundamental and significant managerial concerns -- our view is 
to support the proposal. 

We urge, therefore, that favorable consideration be given. 

If, of course, some other means can be devised to achieve the same 
end; i.e., that of encouraging these employees to accelerate retire- 
ment, we would be pleased to comment on such proposals. We regret 
that we have no alternatives to submit. 

Sincerely, 


/s/John F. Blake 

John F. Blake 
Acting Deputy Director 
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Honorable James T. McIntyre 
Acting Director Office of Management 
and Budget 

Executive Office of the President 
Washington, D. C. 20503 


Dear Mr. McIntyre: 


This is in regard to our recent discussions relative to considera- 


tion of various legislative proposals directed at the elimination of 


anticipated problems brought about by the disincentives for retirement 


by large numbers of those Federal employees whose rate of pay was 


established at the maximum by the February 1977 increase in Congressional, 


Judicial, and Executive schedules. Many employees in these categories 


can now be expected to defer retirement until they maximize their high 


three average salary--which will not be fully realized until February 


1980. 


The adverse inpact of the status quo brought about by the anticipated 


severe reduction in the normal patterns of retirements of senior level 


employees on the timely experiental development and advancement of the 


qualified successor- group, including the developmental opportunities 


for women and minorities in management positions is clearly evident . 


There are equally adverse effects in those agencies faced with reduction- 


in- force actions. 


Both affirmative and negative ramifications are inherent in each 


of the possible courses of action explored and discussed. 
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The adverse impact of maintaining the status quo 

situation prescribes that some foim of legislative relief be sought 
with the recognition that negative effects will accrue in any of the 
options that appear to be realistically available at this point. 

Of the various proposals discussed we support a basic legislative 
proposal along the lines of that submitted by the Chaiman of the Civil 
Service Commission but modified in the face of the cost estimates 
presented, to limit application for the period February 1977 through 
February 1978 and to include only those employees whose pay rate in 
February 1977 was fixed at the maximum of $47,500. The advantages of 
this legislative proposal are: 

a. It will restore a degree of phased retirements 
of senior level officers, and permit timely 
implementation of planned successor- group 
development and advancement. 

b. It will preclude the anticipated "bunched" retire 
ments of a large number of senior level employees 
in February 1980. 

c. It will permit the realization of affirmative 
action planning for the career development and 
advancement of women and minority employment . 

d. It will strengthen the Agency’s capacity to attract 
and retain highly qualified and competent mid and 
and lower level employees essential to fulfilling 
the Agency’s missions. 
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Negative aspects o£ the proposal: 

a. Computation of annuities on the basis of the high 
single year vis a vis the three year average pay 
will increase the cost to the retirement fund. 

b. Institution of this authority for a selected group 
of employees can be expected to be perceived by 
the public as well as Other employed groups as 
preferential treatment. 

c. Institution of this authority for a selected group 
will establish a precedent which might be argued 
as applicable for any other group with or without 
comparable justification. 

d. Would result in the loss of services, in the same 
time frame , of large numbers of the most senior 
and experienced managers within an agency. 

Sincerely, 


John F. Blake 
Acting Deputy Director 
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THE IMPACT OF HIGH-ONE 


This is the response to a query by DD/Pers concerning the possible 
impact of "High-One" on the Agency. Recently proposed legislation 
would base annuity computations on the high single year in the case of 
those employees on the executive schedule and those others whose pay 
is limited to a specific level of the executive schedule. In practice, 
this would be available to all employees whose pay has been frozen to 
the EP-5 level. Specifically, it would apply to all retiring employees 
of grade 15, step 7 and higher, as of dates immediately preceding 
1 March 1977, the date of the last pay increase for executive schedules. 
It would not cover retroactively employees already retired. 

To apprehend how this might affect the Agency, it is useful to 
survey the pattern of retirements in recent years. During FY 1976, 
there were 97 separations, almost all retirements, of personnel GS 15-18. 
During FY 1977, the separations in this grade range dropped to 61. It 
is a plausible assumption that the decline of 36 represented senior 
employees who wished to build up their annuity by serving a year or more 
at the new significantly higher salary for senior grades. Some of these 
might be ready to retire after an additional year without the "High -One". 
Mbst would take advantage of the High-One" if offered. 


25X1 
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A SILL 


To laaaea the effect of statutory pay limitations on the 
retireaant of certain executive amployeea. 


3a it enacted by the Senate and -louae of tlapreaeatatives of the 


United States of America In ConKroea aaaeabled, that section 3336 


of title 3, United States Code, is attended by adding the following 


new subsections 


*(h) An employee who is separated with title to aa annuity 


shall be entitled to aa annuity computed under section 3339(a) 


of this title if he or she— 


(1> was paid (A) at a rate of pay subject to adjustment 


under section 225 of tho Federal Salary Act of 1967, 


Public Law 90-206 (2 U.3.C. 351 et. aeq.), or (3) at a 


rate equal to a rate subject to adjustment under such 


section 225, or (C) at a rate affected by the liaitaticn 


on rates of pay that nay be paid under sections 5303 or 


53S3 of this title, or other slnil&r statute, itsacdiately 


prior to the effective date of a pay increase authorized 


under such auction 225 or under Title 11 of Public Low 


96-82 (S9 atat, 419), 


(2) was separated after the effective date of the last 


preceding pay increase authorized under such statutes.* 


Sec. 2. Section 5339 of title 5, Uni tad States Coda, La 
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amended — 


• 25 


(1) by Inserting in subsection (f), imaed lately after 
"subsections (a)-(e), the following j "and (n)"; 

(2) by striking out of subsection (h) "subsections (a) t 
(b ) , and (f)" and inserting in lieu thereof the following! 
"subsections (a), (b), (f) and (n)". 

(3) by Inserting in subsection (i), immediately after 
"subsections (a)-(h)", the following* "and (n)"; 

(4) by inserting in subsections (J) and (k)(l), 

immediately after "subsections (a)-(i)" each tine it appears* 

the following! .."and (a)"f ' • T. V ’*•? f 

i'y.r . -• ^ / '-f 

(5) by inserting In subsection (1) , immediately after 

"subsections (a)-(k)," the following* "and (n) M ; 

(6) by inserting In subsection (o), immediately after 
"subsections (a)-(e)" # the following* "and (n)"; and 

(7) by adding at the end thereof the following new 

subsection* , 

~ if' - r 

"(n) The annuity of an employee retiring under section 8336(h) 
of this title is computed under subsection (a) of thin section 

except that for purposes of computation "average pay" shall 

\ 

mean the greater of — > 

• ' 

(1) the final salary of the employee Immediately prior 
to separation; or . 

(2) the high-3 average pay aa defined in section 8331(4) 

• of this title. ' 
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Sec. 3. (a) Section 3341 of title 5, United States Coda, is 

amended — 

(1) by inserting in subsection (b)(1), immediately after 
"section 8339(a)-(i)", the following* "and (n) M ; and 
• (2) by striking out of subsection (d) "section 8339(a)-(f) 
and (1)" and inserting in lieu thereof the following* 

"section 3339(a)-(f), (1), and (n)". 

•. C-'r'V’ 0>) Section 3344(a)(4)(A) of such title is amended by 

striking out "and (i)" and inserting in lieu thereof "(i), and (n)" 

, sv > Sec. 4, • The amendments made by this Act shall take effect on 

. u r- K v'*.*'*- ' ’’ C *5*’ *,.*”£ ’*•' ‘it'*.’ \ ‘ v *• 1 *'& ‘ ~ 

? ... :* 4 j*/' m ’ - . • • > ' . ' - j ' ~ ■ / ‘ Vh‘ ' ’• - 

;.v. and apply to employees retiring on or after the date of enactment 
of this Act and Includes those who were receiving pay at the maxi- 
mum limited rate Immediately prior to ilarch 1, 1977, the effective 
date of the last preceding pay increase authorized under section 
225 of the Federal Salary Act of 1967. ■ 
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Sectional Analysis 


Section 1 provides that the draft hill would apply to all Federal . - 
employees under the Executive Schedule or paid at Executive Schedule 
rates tmder other laws* Executive Schedule eaployeea are paid at a 
single fixed rate, subject to adjustment at 4— year Intervals under • 
aectloo 225 of the Federal Salary Act of 1967, Public Law 90-206 
(2 U.S.C. 351 at* *«q.) or to adjuataant under Title II of Public Law 
94-32* The draft hill would also apply, to Federal esployees under 
"statutory pay^ systatas** aadefiaad la section 5301(c) of title 5, 
United States Cbda and- to onployee* whose pay Is fixed by administra- 
tive action if the rate of pay of such employee* is United to the 
rate. .for a,: specific.. level of the Executive Schedule by sections 5303 


^5^ or 5363 of title '5^ r Unltad 3 tatoa Code, or by. other similar statute 
'A«^•^e4 e l a ^^1■^loy^e^^ ':fojtSet' listed categories ~wboii ' separated with 


■_ v « "dj i.’. d.-.Wv 


ticlato an'lai^diata.ciHm ls/entltledrto/aa annuity camoKted ' 
?^uad^. v aectiioa. 8339(t0of .title 3, l^itcd^3tates C^a lf (l> his or •• "V 
her; rate ...'of • 'p^Jgul : ;Attalnsd;'ahd .waif the Xlaltad rata 

Sj; la s md l s taly pricy tol the' affective; tstA:'of. n-pay increas e authorised - •_.%**- 
.•Vj under such e«ctloil ! 225 or^wi^ 94-82 .■ and 

(2) hi* or bar separation occur* after the effective date of cha last ; 

9 preceding pay Increase authorised undarsuch statutes. ' " Section 225 
of the Federal Salary Act of 1967 authorise* Increases every 4 years r ' 

. In esaount* recoao ended hy the President unless the President takes no 
action, or unless either Bouse of Congress votes against the President’s 


Public Law 94-82 authorises a corresponding increase in rates of pay : 
subject to adjustment under, such section 225 whenever rates of pay . 
ondar statutory pay systems are Increased under' the provisions of 
section 5305 of title 5, United States Code (Federal Pay Comparability) , 
However, Congress has excluded themselves sad all employs*** whose rates 
of pay are subject to adjustment under section 225 from the provisions 
of Public Law- 94-32 k f or the October 1977 increase only, and could con- 
ceivably pass such exclusions for future years, r£A£&i;i%*~k .< •• ' 


Thus, all employee* under the Executive Schedule who becose eligible 
for an iraedlate annuity would under ordinary clrc ua stances have au 
opportunity each year under P.L. 94-82 and each 4 years under section 
225 to Increase their annuity substantially. The case opportunity 
would apply to those supergrade or other enployeee who caw or in the 
future attain the Halted salary rata. 
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J* Ch ® draft kUl contains tachaical aaendaents of -enoral 

of \ uia 5 * L y ted srs. 

ta^Ta d S vJfT^l *“ ^*«ctio a (a), for employee* retiring 
aaSLli ..*?*? biL1< : Suia * ction (“) pro vida* that tha annuity of arT 
S^ 7 !! uader ooction 3338(h) (as added by the draft billl^ 

«haU be computed under the general forauia except that for p«r£S 
of computation "average pay" shall naan tha final salary or th^hiS- 
■ ooalfbl 4 ^?* 7 wM * haws * 13 grautar. The high-3 avarag* pay co^^T 
'** Sre ^ t f r £or a au P® r ^ rad * eaployee who bad provlISly 
a ary ad in a position under the Bxacative Schedule and it is vo/th* 
intent of tha draft bill to deny a benefit t« ^wv , aDt th * 

• others lea be entitled. ' th * •*•*•*•• wouid 
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f MiW n«lS£ XiatSd ' : 
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P 6 \ Vb ^ *“** reeeivina: pay at tha 'free an rate ' 

: / 'Lain £°W^ dat«Bu»y BO! fc hai?e another oppottmxity unless there is' •>••>' 
:• e» ^ erparienced' lathe past. 
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September 22, 1977 


Honorable Bert Lance 

Director, Office of Management and Budget 
Executive Office of the President 
Washington, D, C. 20503 

Attention: Ass is taut Director for 
Legislative inference 


Dear Hr, Lance: 

This is la reply to your request for the Comii3sinn ? 3 viesxa on. the 
Department of Defense draft bill, "To permit Civil Service employees 
in the grades of G3-15, GS-1S, GS-17, CD-IS , or level V of the Execu- 
tive Service whose rate of basic was limited by Section 5303 of 
title 5, United States Code, to the rata of level V of the Executive 
Schedule during the two-year period prior to September 1, 197c, to 
compute their retirement annuity on the basis of tne highest rata 
earned in 1977, rather than oa the basis of averaging the rate of ^ 
basic pay o&xnod ovor any 3 consecutive years of creditable service® 

The effect of the proposal would be to supersede 5 U.S.C* 3331(4) to 
allow affected eligible employees retiring optionally before January 1, 
1979 or involuntarily before March 1, 15S0* to have their retirement 
annuities computed on the basis of the single highest, rate of basic pay 
achieved during calendar year 1977, rather tnan on the basis of Cue 
normal high three year average rate. Optional retirement under such 
provision would have to be requestod by an employee between Jovciuber 1, 
1977 and January 31, 197G. 

The draft bill is in response to the ikirch 1977 increase in Congres- 
sional, Judicial, and Executive salaries, rates of compensation which 
had been effectively frozen for the previous eight years. Due to the 
imposed ceiling, the March 1977 pay adjustment clearly does represent 
a formidable disincentive for affected employees to retire at the 
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present tine. Ue concur with the reasoning behind the draft bill; that 
those eligible enployees who would legitimately prefer to retire, night 
be inclined to r era in on the job sinply for the purpose of* maximizing 
their high three year average salary for annuity purposes. In addition, 
we are aware of the impending reduct ion-in-forca which the Department of 
Defense will be facing early in 1S78. The combination of these factors 
will tend to impact severely, on the recent gains which have been ex- 
perienced in the area of equal employment opportunity. As the Comaisoion 
is interested in, and conaaitted to, encouraging the career development of 
women and minorities in management positions, we would favor some appro- 
priate means of removing the aforementioned disincentive for retirement* 

In thi3 light, we have prepared a substitute proposal which is attached 
to this letter. VJo believe that our substitute achieves the desired end 
in a more efficient manner than the Defense proposal. Essentially, our 
proposal would provide an annuity computed on the basis of final salary 
to any civil service employee whose rate of basic pay was limited by 
section 5303 or 5363, of title 5, United States *~Code, or other applicable 
statutory authority, prior to a pay increase and who retires at any time 
subsequent to the effective data of that pay increase. «c consider this 
alternative attractive for several reasons; 

1. It removes the disincentive to retire at any given tine, 
rather than just during a shore period following the last 
lifting of the statutory limitations on pay. The method 
of increasing executive pay, at irregular intervals and 
by substantial increments, causes a special problem for 
these employees with regard to the high three year average 
salary provision of the retirement law. There is a com r* 
pelling reason for them not to retire immediately after a 
pay Increase, which the great majority of employees, whose 
pay la increased regularly and more gradually, do not share. 

2. It mitigates against the adverse effects of a reduct ion- 
in-force on EEC advances, By allowing senior executives 
to retire ir.anediately on annuities computed on the basis 
of the maximum forseeable benefit, considerably fewer re- 
ductions would have to be sustained by the more junior 
managers, who are, in many coses, women and minorities. 

3. It provides for continued effective agency Operation. 
i>y encouraging imminent retirements, it serves to pro- 
tect those mid and lower level managers who are important 
to the agency's future, and who might otherwise be lost in 
a rcduction-in-force situation. 
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4. It tends to make pay a neutral factor for an employee 
considering retirement. 

- ■ m 

We recognize that enactment of legislation along the lines suggested 
night precipitate the retirement of certain individuals whose services 
are not readily replaceable, and who would otherwise continue on the 
Job. However, balanced againGt the stated advantages of the proposal, 
ve believe that the risk involved is an acceptable one. 

In our Judgment, our substitute proposal is preferable to the original 
Department of Defense draft bill. While the goal3 are basically the same 
in each case, we believe our substitute offers a more efficient and equit- 
able mans of attaining them. Accordingly, we urge that our substitute 
bill be supported in lieu of the Defense bill. A complete legislative 
package for submission of our proposal to the Congress has been prepared. 

At the end of 1976 there were about 21,000 Federal employees who were 
affected by the pay freeze. Of these, there are. approximately 4,100 who 
would be eligible to retire voluntarily at final salary. We have no way 
of knowing how many of those eligible to retire under this proposal would 
do so, but certainly all \- 70 uld not. Added retirement costs would result 
for those who would choose to retire earlier than they would have in ab- 
saase of the proposal, but we do not believe that the total coat would be- 
aubatantial. He are obtaining data on retirement patterns so that the 
costa of the various proposals can he fully analysed. Vie expect to have 
cost figures by September 30. 

Attached are copies of identical letters with which the Commission proposes 
to submit to the Speaker of the House and the President of the Senate the 
referenced oubstitute draft legislation. We shall appreciate your informing 
us whether there is any objection to submission of the draft legislation as 
proposed. A. . . A; : / 

By 1 direction of the Coma las ion: *' ;/ 'A 


Sincerely yours. 




Alan K. Campbell 
Chairman 


Enclosure 
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Honorable Thomas P. O'Neill 

Speaker of Che House of Representatives 


Dear Mr. Speaker: 

I subnit for the consideration of Congress, and recommend favorable 
action on, the attached draft bill to lessen the^effcet of statutory 
pay limitations on the retirement of certain executive employees 
under the provisions of the Civil Service Retirement law. 

Under current law, civil service retirement annuities are computed on 
the basis of a high three year average salary .and. length of service. 

For the- great majority of employees, whose pay is increased by gradual 
amounts at regular intervals, the average salary component in the compu- 
tation is not a critical element in the timing of retirement. However, 
for executives whose pay is limited statutorily, quite the opposite is 
true. Their pay is adjusted Irregularly and by substantial amounts. 
Consequently, for them, the timing of retirement is intimately related 
to the average salary factor, due to its fluctuant nature. The normal 
operation of the retirement law produces a formidable disincentive for 
these employees to retire within three years of a pay adjustment. This 
situation which restricts the flexibility of the agency as well as the 
employee, and which la currently being experienced, takes on an added 
dimension when an agency becomes subject to a reduction-in-force. la 
such a case the retirement law acts to thwart the preferences of agency 
management by encouraging the most senior executives, who might other- 
wise be willing to retire, to remain on the job simply for the purpose 
of maximizing their average salary for annuity purposes, while those 
with lower retention rights, who are being counted on to play important 
roles in the agency's future, must be released. Often, this latter group 
contains cony women and minorities who have recently benefited from equal 
employment opportunity programs. 

In light of the above, we believe that the disincentive for senior execu- 
tives to retire must be eliminated, and we have designed our proposal to 
that purpose. Essentially, our proposal would alter the retirement law 
to provide on annuity computed on. the basis of final salary to any civil 
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service employee whose rate of basic pay was statutorily limited prior to 
a pay increase, and who retires at any time subsequent to the effective 
date of that pay increase* We believe that our proposal represents an. 
effective and equitable solution to this problem. 

We recognize that enactment of legislation along the lines suggested 
might precipitate the retirement of certain individuals whose services 
are not readily replaceable, and who would otherwise continue on the job. 
However, balanced against the advantages provided by the proposal, we 
believe that the risk involved is an acceptable one. 

At the end of 1976 there were about 21,000 Federal employees who were 
affected by the pay freeze. Of these, there ore approximately 4,100 
who would be eligible to retire voluntarily at final salary. We lave 
no way of knowing hew many of those eligible to retire would Jo so, but 
certainly all of those eligible to retire would not* Added retirement 
costs would result for those who would choose to retire earlier than 
they would lave in absence of the proposal, but we uo not believe that 
the total costs would be substantial* We are obtaining data on retire- 
ment patterns so that the costs of this proposal can be fully developed 
and submitted at a later date. 

We urge tliat prompt attention be given to this proposal because of the .- J 
critical nature of the aforementioned problem for agencies, such as the 
Department of Defense, for which major reduct ions-in-force are imminent. 

In addition, enactment of this proposal would facilitate the efforts of 
other agencies who are planning to cut back or reorganize in the near 
future. 

The Office of Management and Budget advises that from the standpoint of 
the Administration's program, there is no objection to the submission of 
the proposal. • .. • . v.;r . •••* '• 

A similar letter is being sent to the President of the Senate. J _ 


By direction of the Coraaissions 


Sincerely yours. 


;mv.* :v 


Alan 1C* Campbell 
Chairman 


Attachment 
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